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Abstract

The food system accounts for a large share of fossil fuel consumption in the United States,

and energy accounts for a substantial and highly variable share of food costs. This intersec-

tion between food and energy markets suggests that public and private decisions affecting one
market will have spillover effects in the other. For example, would increasing the share of popu-
lation having diets that align with Federal dietary guidance reduce fossil fuel use in the U.S.
food system? Would a carbon dioxide (CO,) tax improve diet quality? To address these issues,
we use the most recent data available to integrate the material-flows accounting framework
adopted by the United Nations Statistical Commission into the existing food-system accounting
structure of the ERS Food Dollar accounts. Then, we use mathematical optimization to model
healthy diets. Our research indicates that U.S. agri-food industries are more sensitive to energy
price changes than nonfood industries. We find that in 2007, fossil fuels linked to U.S. food
consumption produced 13.6 percent of all fossil fuel CO, emissions economywide. Our study of
alternative diets shows there are many ways to meet the Dietary Guidelines for Americans. If
Americans made a minimal dietary shift to eat healthy, we find food-system energy use would
decrease by 3 percent. By making greater changes from current consumption, we find food-
system energy use could be reduced by as much as 74 percent. A tax on CO, emissions from
fossil fuels would increase the cost of a typical meal by an average of 1.7 percent, with estimates
ranging between 0.2 and 5.4 percent.

Keywords: Carbon emissions tax, Dietary Guidelines for Americans, energy prices, environ-
mental input-output model, food policy, fossil fuels, food prices, greenhouse gases, healthy diet,
sustainability, U.S. food system
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What Is the Issue?

The consumption of fossil fuels, nuclear power, and renewable energy by the U.S. food
system was on par, in 2002, with the entire national energy budget for India and exceeded
the combined energy budgets of all African nations. In addition, energy costs are a
substantial and highly variable share of U.S. food costs. This intersection of food and energy
commodity markets raises questions about how changing food choices (such as through
nutrition promotion) and changing energy prices (such as through a CO, emissions tax on
fossil fuels) relate. Our research addresses limitations of previous studies by examining the
relationship between energy prices and food-system energy use over time and measuring the
CO, emissions associated with fossil fuel use in the food system. With this information, we
analyze whether potential outcomes of nutrition promotion and a hypothetical CO, tax are
interrelated.

What Did the Study Find?

* Changing energy prices are the principal cause of year-to-year changes in food-
related energy use between 1993 and 2012.

Food industries are more sensitive to energy price changes than are nonfood industries.
This helps explain why food-related energy use accounted for more than half of

the increase in total U.S. energy use between 1997 and 2002 (a period of generally
declining energy prices). This also helps explain why food-related energy use declined
7 percent between 2002 and 2007 as energy prices and total U.S. energy use were
increasing.

* Use of fossil fuels to produce the foods and beverages consumed by Americans in
2007 accounted for 13.6 percent of economywide CO, emissions from fossil fuels.

Domestic fossil fuel use linked to U.S. food consumption produced 817 million of the
ERS is a primary source

of economic research and
analysis from the U.S.
Department of Agriculture,
providing timely informa-
tion on economic and policy
issues related to agriculture,
food, the environment, and
rural America.

nearly 6 billion metric tons of CO, emissions economywide from fossil fuels in 2007.
This disproportionate total is attributed to the food system’s above-average reliance on
fossil fuel energy sources. Whereas 86 percent of nationwide energy consumption in
2007 came from fossil fuels, the share of U.S. food-system energy from fossil fuels was
93 percent.

www.ers.usda.gov



* Diet-related energy use in the United States could be reduced by 3 percent if average diets changed
minimally to meet the Dietary Guidelines for Americans.

Many potential diets would meet the 2010 Dietary Guidelines for Americans (DGA), each with varying
energy requirements, measured in British thermal units (Btu). We focus on two diets. The Realistic Healthy
Diet results from a model that formulates a diet requiring minimal change from typical diets (as of 2007-
2008) to meet the DGA. The Realistic Healthy Diet reduces diet-related energy use in the U.S. food system
by 3 percent. To put this in context, this reduction is equivalent to the annual gasoline consumption of 3.7
million U.S. vehicles. The Energy Efficient Diet is predicated on a diet requiring the minimum energy
necessary to meet the caloric and nutrient targets in the DGA, with no consideration for how much diets
will actually change. In this diet, energy use (in Btu) is reduced by 74 percent.

* For each $100 spent on food and beverages, a tax on CO, emissions from fossil fuels— reflecting
the wide range of current estimates on the social cost of those emissions—results in an average cost
increase of $1.70 for both current and Realistic Healthy Diets or $1.90 for the Energy Efficient Diet.

Our research indicates that a typical meal would cost 0.2 to 5.4 percent more with the CO, tax. This

wide range reflects the uncertainty about the social cost of CO, emissions, with the average increase over
this range at 1.7 percent for both the current and the Realistic Healthy Diets. Although the tax rate aver-
ages 1.9 percent for the Energy Efficient Diet, resulting tax revenue is substantially lower due to the food
system’s reduced reliance on fossil fuels as an energy source. If faced with the CO, tax, U.S. producers and
consumers would adjust their behaviors in order to mitigate the higher costs. Given the U.S. food system’s
sensitivity to energy prices, a CO, emissions tax would likely result in reduced energy use.

How Was the Study Conducted?

To facilitate a joint analysis of nutrition promotion and fossil fuel CO, taxation, we have integrated the material-
flows accounting framework adopted by the United Nations Statistical Commission into the existing food-system
accounting structure of the ERS Food Dollar accounts. The result is a first-of-its-kind U.S. environmentally
extended input-output data system and model called the Food Environment Data System (FEDS). We conduct
regression analysis to examine how the intensity of electricity use throughout the food system adjusts to changes
in energy prices.

Then, we use mathematical optimization to model healthy diets based on numerous data sources and model
specifications. The Realistic Healthy Diet is obtained from a maximum likelihood model designed to identify

a diet that meets the DGA and is closest to the average American diet as reported in the National Health and
Nutrition Examination Survey (NHANES) in 2007-2008, the years that correspond with the most recent bench-
mark year of data in FEDS. Using the same modelling approach and data sources, the Energy Efficient Diet
results from a model that minimizes energy use while meeting the caloric and nutrient targets in the DGA. The
diet modeling was linked to FEDS for the integrated sustainable diet analysis.

Next, the study traced the total cost that would be passed on to food consumers from a carbon dioxide emissions
tax. The tax rate reflects the range of current Federal estimates for social costs from CO, emissions. We assume
that all taxes levied to fossil fuel users are completely passed on to consumers.
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The Role of Fossil Fuels in the U.S. Food
System and the American Diet

Introduction

In 2002, the last year energy in the food system was analyzed by ERS, U.S. food-related energy use
was about 14 quadrillion British thermal units (qBtu) (Canning et al., 2010). This level is roughly
equal to all energy use (food and nonfood related) for India in 2002, the world’s sixth-leading
primary energy consumer that year, and exceeded that year’s combined energy budgets of all
African nations (U.S. Department of Energy, Energy Information Administration, 2016). In turn,
energy costs have represented a substantial and highly variable share of food costs, growing from 3.5
cents of each dollar spent in U.S. grocery stores in 1998 up to 7.5 cents in 2008 and then down to 5.7
cents in 2014 (U.S. Department of Agriculture, Economic Research Service, 2016). This intersection
of food and energy commodity markets portend a strong relationship between changing food choices
(e.g., through nutrition promotion) and changing energy prices (e.g., through fossil fuel carbon
dioxide (CO,) taxes), which may lead to spillover effects to both market outcomes.

Substantial gaps in basic data on food-system energy use and energy prices have led to a paucity
of cross-commodity food and energy market research. Specifically, there is no single source of
consistent and comprehensive time series data on energy use and prices by fuel source (fossil,
nuclear, and renewable fuels) that distinguish between which energy services are used throughout
the agri-food chain. An accurate assessment of energy use throughout the food system requires a
more detailed breakout of energy uses and prices, by both food commodity groups (e.g., meats,
dairy products, grain products, fruits, vegetables, nuts, etc.), and agri-food chain stages including
(1) farm production, (ii) food processing, (iii) packaging, (iv) transportation, (v) marketing (whole-
saling and retailing), and (vi) meal preparation and cleanup (in home kitchens and at foodservice
establishments).

It is also important to consider the spatial attributes of energy use in the food system when assessing
possible effects on commodity prices and the environment. A case in point is electricity, which is

an important source of energy services such as running refrigeration equipment. The primary fuels
used for electric power generation vary substantially across different regions of the country. For
example, in 2012, 97 percent of electric power generation in West Virginia came from coal, whereas
in Rhode Island 98 percent came from natural gas, in Vermont 76 percent came from nuclear power,
and in Idaho 75 percent came from hydroelectricity (U.S. Department of Energy, 2015). Electric
power generation from different fuel sources is subject to different price pressures and can have very
different environmental implications. Aside from electric power, refined petroleum products and
natural gas are also important sources of energy services in the food system, from the production of
farm inputs through the preparation of meals at foodservice establishments and in home kitchens.
Thus, it is also important to have an accurate depiction of how the production economy, household
expenditures, and diets are all linked together.

To that end, we developed a data product to fill these information gaps and assess whether potential
outcomes from two distinct issues prominent in private and public discussions—nutrition promotion

1
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and fossil fuel CO, taxation—are unrelated or codependent. To achieve this, a national system of
food-related energy use and price accounts is developed for the years 1993-2012. The physical flow
accounting framework (United Nations et al., 2014) is followed with adaptations that accommodate
the accounting structure in the U.S. system of national accounts. With these data, we are able to
address the following questions:

1. Isenergy intensity! in the U.S. food system sensitive to energy prices?
How much of U.S. CO, emissions from fossil fuels is linked to American diets?

2
3. Would adherence to the Dietary Guidelines for Americans reduce food-system energy use?
4

Would a CO, emissions tax influence dietary choice through cost and price effects?

! Energy intensity is the quantity of energy use per unit of production.

2
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Background

Energy in the U.S. Food System

A systematic allocation of food-system energy use becomes increasingly complicated when
processes are interconnected. The input-output (IO) table is a means to understanding these inter-
connections. This table, used in IO material flow analysis—also called environmental input-output
(EIO) analysis—can be used to allocate fossil fuel consumption and subsequent carbon dioxide
emissions systematically from production processes to final products (Bullard and Herendeen,
1975). In 2003, the United Nations, the European Commission, the International Monetary Fund,
the Organisation for Economic Co-operation and Development (OECD), and the World Bank jointly
issued a handbook that provides economic accounting guidelines for member nations and recom-
mends the EIO approach as a best practice for achieving “a consistent analysis of the contribution
of the environment to the economy and of the impact of the economy on the environment” (United
Nations et al., 2003, p. iii).

Among the few U.S. and numerous international studies of food-related energy use using the EIO
method,? two closely related studies 36 years apart applied the EIO framework to the latest U.S.
benchmark IO accounts at the time in order to assess energy use linked to all domestic food expen-
ditures. Hirst (1974) found that 12 percent of the 1963 U.S. energy budget was attributed to the

food system, with household energy use making up the largest portion of this total. The U.S. food
system studied by Hirst produced 13.7 percent of total 1963 U.S. gross domestic product (GDP),
whereas the 2002 food system studied by Canning et al. (2010) produced 8.7 percent of 2002 GDP.3
Although the food economy share of GDP fell by more than a third between the two study periods,
Canning et al. (2010) found a one-fifth increase in the food system’s share of the national energy
budget to 14.4 percent in 2002. About half of the growth in food-related energy use between 1997
and 2002 was explained by a shift from human labor toward a greater reliance on energy services.
Per capita food availability growth and population growth each accounted for one-quarter of the
increase. Limitations of both the Hirst and the Canning et al. studies are that (i) neither study exam-
ines energy use by U.S. region, and therefore they are not able to distinguish between fossil fuel and
non-fossil fuel use, and (i1) only 1 (Hirst, 1974) or 2 (Canning et al., 2010) years are studied in these
reports, which does not allow for regression analysis of time series data in order to measure food-
system energy demand elasticities. Such measures can inform public and private discussions where
outcomes depend on the relationship between energy prices and the level of energy use.

A different analytical approach to measuring food-system energy use—which is outside of the
economic accounting structures of EIO analysis—is known as process-based life-cycle assess-
ment, or process-based LCA. Whereas the boundary of analysis for the EIO approach is the

entire domestic economy, a process-based LCA study will typically identify a narrower boundary
comprising the salient domestic processes within the food-system life cycle. Within these bound-
aries, a piecemeal approach to compiling primary and secondary data sources for measuring direct
energy use is carried out, and often involves making informed assumptions about the application

2 A review of several studies using the EIO method and other types of life-cycle assessments discussed in text is found
in Heller, Keoleian, and Willett (2013).

3 Based on 1963 and 2002 GDP data reported in U.S. Bureau of Economic Analysis, “Table 1.1.5 (line 1),” and “Table
2.4.5 (lines 26 and 82),” www.bea.gov/iTable/index_nipa.cfm.
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of more narrowly defined data to processes outside of its own boundary definitions. If the bound-
aries are carefully defined and reliable data sources are available, results from applying the EIO
and process-based LCA methods to the same research question should converge. Two studies using
a LCA approach—Heller and Keoleian (2000) and Pimentel et al. (2008)—ask a similar research
question, but their results differ.

Heller and Keoleian (2000) use data from the mid-1990s and find that the U.S. food system used
10.2 gBtu, or roughly 11 percent of the average mid-1990s annual U.S. energy budget. This study
found that household operations accounted for the largest share of total food-related energy flows
and the combined energy flows through food processing and packaging industries are similar to the
1997 figures in Canning et al. (2010). Heller and Keoleian attribute greater energy flows to the farm
and farm-input industries than Canning and colleagues and lower flows through the foodservice
and food retailing industries. Aside from the two studies using different data sources and covering
different time periods, their definitions of supply chain stages are also different. For example, trans-
portation-related energy flows represent the combined flows through the commercial freight industry
and household food-related travel in Heller and Keoleian’s (2000) work, whereas Canning et al.
(2010) treat the latter as part of household-related energy flows.

Another LCA study by Pimentel et al. (2008) uses data from the mid-2000s and reports that total
food-related energy flows through the U.S. food system represented 19 percent of the national energy
budget. This figure, however, is somewhat higher than Canning and colleagues' 2002 estimates.

These two studies also do not extend their analysis to the disaggregated U.S. regional level, which
would more accurately measure the specific fuel sources (e.g., fossil versus nonfossil fuels) used by
the U.S. food system. Both are also single-period studies. Further, since no economic markets are
defined by this approach, price and quantity information linked to specific energy market transac-
tions are not compiled.

Sustainable Diets

Rather than focus solely on energy use in the food system, a number of studies have assessed the
environmental impacts and sustainability of dietary choices. As defined by the Food and Agriculture
Organization of the United Nations,

“Sustainable Diets are those diets with low environmental impacts which
contribute to food and nutrition security and to healthy life for present and future
generations. Sustainable diets are protective and respectful of biodiversity and
ecosystems, culturally acceptable, accessible, economically fair and affordable;
nutritionally adequate, safe and healthy; while optimizing natural and human
resources.” (2010, p. 7)

While environmental impacts depend on where (i.e., locally, domestically, internationally) and

how (i.e., conventionally, organically) foods are produced (Baroni et al. 2007; Saxe et al., 2013), a
common approach to assess sustainability is to focus on specific food products. This line of research
typically finds that animal-based products, such as meat or dairy, are more resource-intensive
compared to plant-based products (Carlsson-Kanyama and Gonzalez, 2009; Eshel and Martin, 2006;
Macdiarmid et al., 2012; Saxe et al., 2013; Tukker et al., 2011; Vieux et al., 2013; Wallen et al.,
2004). However, Carlsson-Kanyama et al. (2003) find variation in energy embodied in different food
products, even products that fall into the same food category. For example, energy inputs for meat

4
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range from 13 megajoules (MJ)* per kg for chicken stew up to 220 MJ/kg for shrimp. Swedish fresh
chicken and beef fall within this range, using 35 and 70 MJ/kg, respectively. By comparison, the
energy inputs for vegetables range from 2.7 MJ/kg for carrots to 66 MJ/kg for greenhouse tomatoes,
while sweets can range from 18 MJ/kg for candies to 44 MJ/kg for chocolate. Another sweetener,
honey, requires 1.3 MJ/kg of energy inputs.

However, focusing solely on energy use may not accurately depict environmental impacts. As such,
greenhouse gases (GHQG) are another frequently used metric to assess sustainability. For example,
energy derived from the burning of fossil fuels to generate electricity emits carbon dioxide (CO,)
into the atmosphere and contributes to climate change. Eshel and Martin (2006) consider the energy
and GHG emissions associated with the average U.S. diet and four hypothetical, isocaloric diets by
decomposing the diets into their animal-based and plant-based components and applying energy use
efficiencies. In their scenario analysis, they find that omnivorous diets containing fish or poultry and
a lacto-ovo vegetarian diet are associated with fewer emissions than the average U.S. diet. Another
study by Marlow et al. (2009) considers multiple environmental metrics using a survey of consump-
tion patterns by food group and use efficiencies. The authors compare an omnivorous diet to a lacto-
ovo vegetarian diet in California and find the omnivorous diet uses more fertilizer, water, primary
energy, and pesticides by factors of 13, 2.9, 2.5, and 1.4, respectively.

Others extend the scope of their research beyond environmental impacts to include another element
of sustainable diets: human health. There are studies exploring both the environmental and health
impacts of omnivorous diets in the United States (Eshel et al., 2014; Heller and Keoleian, 2015; Tom
et al., 2015), the United Kingdom (Macdiarmid et al., 2012), Sweden (Wallen et al., 2004), France
(Vieux et al., 2013), Denmark (Saxe et al., 2013), across Europe (Tukker et al., 2011), and on a
global scale (Tilman and Clark, 2014). In this line of research, healthy diets are typically character-
ized as diverse diets with reduced meat consumption and increased fruit and vegetable consumption
(Macdiaramid et al., 2012; Saxe et al., 2013). While results are mixed due to the data sources, types
of models, units of measurement, and definitions of healthy, these studies largely find that healthier
diets are associated with fewer environmental impacts.

Macdiarmid et al. (2012) use a linear programming diet model to identify healthy diets in the United
Kingdom. They find that GHG emissions may decrease 36 to 90 percent when shifting to a healthier
diet. Using a consequential life-cycle assessment approach in Denmark, Saxe et al. (2013) also find
that the healthy diet decreases GHG emissions, but by 27 percent. The healthier diet scenarios evalu-
ated using an EIO model across Europe by Tukker et al. (2011) moderately lowered (by 8 percent)
the aggregated environmental impacts of food. On a global scale, Tilman and Clark (2014) report
that environmental impacts such as GHG emissions, land clearing, and species extinction could be
reduced with alternative diets by comparing LCAs.

Two recent U.S. studies look at the GHG emissions® associated with healthy diets, as defined by the

2010 Dietary Guidelines for Americans (DGA). Both Heller and Keoleian (2015) rely on USDA’s
Loss-Adjusted Food Availability data as a proxy for food consumption while Tom et al. (2015)
calculate calories using a system of equations. Heller and Keoleian and Tom et al. rely on LCA data
from the literature and link these emissions factors to food groups. Heller and Keoleian observe a
1-percent decrease in GHG emissions when eating healthy and reducing caloric intake to the recom-

41 megajoule = 1x10° Joules and 1 Joule = 9.4782x10"* Btu.

5 In addition to GHG emissions, Tom et al. (2015) also study life-cycle energy use and the blue water footprint of diets.
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mended level. In Tom et al.’s (2015) dietary scenario that meets the 2010 DGA in composition

and caloric intake, energy use increases from the baseline by 38 percent and GHGs increase by 6
percent. Vieux et al. (2013) also find that a diet of high nutritional quality increases GHG emissions
by 9 percent for men and 22 percent for women. Alternatively, Wallen et al. (2004) find a negligible
effect on energy use and, thus, GHG emissions given a shift to a healthier diet. Wallen et al. (2004)
use energy data on food products from multiple sources for the estimates, primarily relying on
existing LCAs as Heller and Keoleian and Tom et al. do. In each of these studies, costs of alternative
diets are not considered.

Taxing Carbon Emissions

The U.S. food system is one source of GHG emissions among many others. GHG emissions

in the United States totaled 6,673 million metric tons CO, equivalents® (CO,e) in 2013 (U.S.
Environmental Protection Agency, 2013). Additionally, the World Meteorological Organization
(2015) reports that the global average CO, concentration has now surpassed the 400-parts-per-
million threshold.

One approach designed to curb emissions is a carbon tax. First, a tax rate is determined based on
the additional cost to society not reflected in market prices due to increased carbon emissions, such
as changes in net agricultural productivity, human health, property damages from increased flood
risk, and reduced value of ecosystem services due to climate change (Interagency Working Group
on the Social Cost of Carbon (IAWGSCC), 2015). Such measures are subject to uncertainty, and
this is reflected in the wide range of estimates on the social cost. Fossil fuels are then taxed propor-
tionally to the quantity of carbon emitted when burned (Baranzini et al., 2000). A carbon tax can
be easily translated to a CO, emissions tax,” and using a 3-percent average discount rate, estimates
ranged from $6 per ton of CO, to $123 per ton (IAWGSCC, 2015) in 2015. The tax raises the price
of polluting and provides an economic incentive to reduce emissions by producing differently (i.e.,
substituting toward cleaner fuel sources) or producing less. In France, carbon taxes effectively
reduced CO, emissions by 2 percent between 1990 and 1999 (Bruvoll and Larsen, 2004). Currently,
there is neither a global carbon tax nor a nationwide carbon tax in the United States as some other
countries have adopted (World Bank, n.d.).

One can easily imagine a demand response to increased fuel prices, but fossil fuels are also
embodied in consumer goods such as food. Symons et al. (1994) measure the distributional effect
of a carbon tax on the economy in the United Kingdom. In their study, the authors first use an 10
framework to model the effects of a fossil fuel carbon tax on economic sectors and then estimate
the effects of the tax on consumer demand, fossil fuel use, and CO, emissions. They consider five
scenarios that reduce CO, emissions by approximately 20 percent and find that food prices increase
in four of the five scenarios, but other goods, such as household energy or transport, are affected
more than food by the tax. Following the same approach using a different demand system, Cornwell
and Creedy (1996) study the effects of a carbon tax in Australia and find a relatively large price
increase in food compared to other sectors due to a 10-percent tax rate on food purchases. Creedy
and Sleeman (2006) also find that a carbon tax increases food prices in New Zealand.

A CO, equivalent is a standardized measurement unit for GHGs that accounts for differences in global warming
potential.

7 Carbon and CO, emissions are proportional: 1 ton of carbon = 3.67 tons of CO, (Baranzini et al., 2000).
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Wirsenius et al. (2011) research the effect of a GHG-weighted consumption tax on animal-based
foods in the European Union. Using a tax base of €60 per ton of carbon dioxide equivalent (CO,e),
the authors estimate the effect of a tax on foods based on the average production emission intensi-
ties. The results indicate that GHG emissions could be reduced by 32 million tons of CO,e due to
the tax and shifts in demand between foods.

These empirical studies at the intersection of diet, fossil fuel consumption, and the environment
provide several insights that can help inform important issues. Where findings cover similar time
periods and measure overlapping outcomes, they produce mostly reinforcing results. However, the
combined insights of these studies still create an incomplete accounting of where fossil fuels are
used throughout the agri-food chain over time and what the alternative diets will cost. To address
this gap in the empirical research, this study uses the newly compiled Food Environment Data
System (FEDS).
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Role of Fossil Fuels in the U.S. Food System

FEDS is a system of national environmental economic accounts that is organized into a food system
life-cycle framework. To compile FEDS for the years 1993 to 2012, the starting point is the ERS
Food Dollar accounts (Canning, 2011), which are compiled primarily from two main data sources:
the benchmark IO accounts published in 5-year intervals by the Bureau of Economic Analysis
(BEA) (2007) and annual IO tables (1993 to 2012) published by the Bureau of Labor Statistics
(BLS). The ERS Food Dollar accounts reconfigure the IO accounting structure to better represent
salient attributes of the U.S. food system and incorporate other primary data sources into the esti-
mation process. A detailed documentation of the first edition Food Dollar accounts is reported in

a separate ERS report (Canning, 2011); updates and changes to these accounts are reported in the
online documentation to the Food Dollar data product (www.ers.usda.gov/data-products/food-dollar-
series.aspx) (see Appendix B).

To facilitate the analysis, we must integrate and link the FEDS data and EIO models to diet recall
data, nutrition data, and a healthy diet model (discussed below). A detailed description of our
modeling approaches and data sources is provided in Appendices B and C. Here, we present a

logic model?® that describes our integrated approach to diet/energy analysis. Figure 1 depicts our
approach for the baseline scenario, which represents the 2007 U.S. food system and the diet choices
of all U.S. food consumers ages 2 and above in 2007-2008, using the most recent detailed data
available from BEA.

Starting from the top left corner (figure 1), boxes labeled from left to right as I, II, and III describe
the inputs, activities, and outputs related to the multiregional environmental input-output (MEIO)
model analysis of monetary and energy flows through the U.S. food system. From the top right
corner, boxes labeled from right to left as a, b, and ¢ describe the inputs, activities, and outputs
related to the baseline diet analysis. The Baseline Diet is the average American consumption as
measured by the diet recall data.

The inputs to the MEIO model described in box I are the primary production factors including
labor, capital (e.g., resources, equipment, buildings), and several types of energy commodities.

The primary factors create value when they are used by industry (see list of the 344 industries

in appendix table A2). Each of the energy commodities listed in box I are recorded in the MEIO
accounts (box II) in physical units (Btu), whereas all other primary production factors are recorded
in the MEIO accounts in monetary units ($). For most energy commodities, there is an underlying
primary resource that is recorded in monetary units as part of the capital accounts. For example,
the energy commodity natural gas is the output of the natural gas distribution industry, and it

is purchased by many of the 344 model industries as well as by final market buyers (box III).
These transactions are recorded in Btu. The industry that is producing the main ingredient of this
commodity (oil and gas extraction, or FEDS benchmark commodity 013) is extracting this natural
gas resource as a primary production factor, and this is recorded in monetary units as part of that
industry’s capital accounts. Boxes of the logic model in figure 1 directly below box I and boxes 11
and III describe the actions or processes taking place in the boxes above. For example, the descrip-
tion below boxes II and III notes that the MEIO model records all industry-to-industry transactions.
These transactions represent purchased inputs that, when combined with the services each industry

8 A logic model is “a conceptual tool for planning and evaluation which displays the sequence of actions that describes
what the science-based program is and will do” (USDA/National Institute of Food and Agriculture, 2015).
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Figure 1

Logic model of integrated sustainable diet analysis

FEDS analysis of energy (Btu) and monetary ($) flows
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Each food item choice maps to a column in the
q-matrix, and grams consumed are distributed to
rows of the column in proportions equal to the
shares, as consumed, coming from each
purchased commodity. For example, 72% of
grams from the diet item “Cucumber salad made
with vinegar” is allocated to the commodity row
“fresh vegetables,” 24% to the row that includes
vinegar, and so on.

Daily dietary recall data is weighted up to the
U.S. population and then grouped into 16 age-
gender cohorts. Intake (in grams) and the
associated metrics for the 4,067 unique food and
beverage items are multiplied by 365 for an
average, annual American diet which we call the
Baseline Diet.

Principal Data Sources

U.S. Department of Commerce, Bureau of Economic Analysis:

« Benchmark and Annual Input-Output Accounts
(www.bea.gov/industry/index.htm#benchmark_io)

« Underlying Detail — NIPA Tables
(www.bea.gov/national/nipaweb/nipa_underlying/SelectTable.asp)

« County Business Pattern data (www.census.gov/econ/cbp/)

U.S. Department of Labor, Bureau of Labor Statistics:

« Inter-industry relationships (www.bls.gov/emp/ep_data_input_output_matrix.htm)

* Quarterly Census of Employment and Wages (www.bls.gov/cew/datatoc.htm)

U.S. Department of Agriculture (USDA), National Agricultural Statistics Service:

* 2007 Census of Agriculture (www.agcensus.usda.gov/Publications/2007/)

« Annual Production Reports via Quick Stats (ww.nass.usda.gov/Quick_Stats/)

U.S. Department of Energy, Energy Information Administration:

< International Energy Statistics (www.eia.gov/cfapps/ipdbproject/)

« State Energy Data System (www.cia.gov/state/seds/)

Source: USDA, Economic Research Service.

The FEDS MEIO model:

« converts food spending from § to Btu

* measures spending and Btu across 74 food
commodity groups

Diet analysis:

« converts diet choices to food profiles

» allows the mapping of food intake (grams) to
household and foodservice spending choices

The integrated sustainable diet analysis:

» produces measures of Btu/gram and $/gram
for 74 food & beverage commodities and
weighted average measures for the 4,067 diet
choices

* enables constrained healthy diet modeling

Centers for Disease Control and Prevention:

* NHANES 2007-2008 Dietary Data
(https://wwwn.cdc.gov/nchs/nhanes/Search/
Nhanes07_08.aspx)

USDA, Agricultural Research Service:

« Food and Nutrient Database for Dietary
Studies 4.1
(www.ars.usda.gov/News/docs.htm?docid=12068 )

« Food Patterns Equivalents Database 2007-2008
(www.ars.usda.gov/Services/
docs.htm?docid=23869)

USDA and HHS:

+ Dietary Guidelines for Americans, 2010
(http://health.gov/dietaryguidelines/2010/)

Institute of Medicine, National Acad

+  Dietary Reference Intakes: Tolerable Upper Intake
Level Values
(www. h
mmaryDRIs/DRI-Tables.aspx)

ition/Su

obtains from their primary production factors, leads to the production of an industry output. Box III
shows that a subset of the industry outputs characterized in box II are sold in both food retailing and
foodservice outlets as food and beverage commodities. A list of these commodities is provided in
appendix table A.1 (final demand benchmark commodities 01 to 74). Recalling that both monetary
and physical units are recorded in the MEIO, the 74 commodity sales are reported in both market
values and Btu of embodied energy by type of energy commodity. The box at the bottom of the
logic model in figure 1 below boxes I to 111 list all of the principal data sources. Other ancillary data
sources used to compile the FEDS accounts and models are discussed in appendix B.

The inputs to the diet analysis are described in box a of the logic model in figure 1. To characterize
current American diets, we use What We Eat in America (WWEIA), the dietary intake portion of
the National Health and Nutrition Examination Survey (NHANES), 2007-2008. This cycle of the
survey corresponds with the 2007 FEDS analysis of food system energy. Then, the diets of survey
respondents are weighted to represent the U.S. population and grouped into 16 age-gender cohorts
(appendix table A.3). These data allow for a summary of the average daily intake, in grams, of
4,067 different food and beverage items. With this information, box b of the logic model in figure

1 describes the conversion of each cohort’s food consumption in grams to measures on nutrient,
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caloric, and Food Patterns content to facilitate a dietary assessment of each cohort group’s average
daily diet choices. These translations coincide with recommendations jointly developed by USDA
and HHS in the Dietary Guidelines for Americans. Principal data sources for input and outcome
boxes (a and b) in the logic model are listed at the bottom of the column below these boxes.
Ancillary data sources and a detailed description of the inputs and activities represented in boxes a
and b are found in appendix C.

Box c of the logic model in figure 1 describes both the output of the diet analysis and the activities of
the integrated sustainable diet analysis. The output carried over from activities in box b are the total
annual grams consumed by all cohorts combined of the 4,067 food and beverage items. These values
represent the control totals for the corresponding 4,067 columns of the g-matrix. The box below box
c describes the activities for filling in the rows of the g-matrix. This activity assigns the total grams
consumed across each food item to 1 or more of the 74 rows in the matrix. Each row in the q-matrix
represents 1 of the 74 commodities for which expenditures and embodied Btu were measured for the
same time period as an output of box III. Finally, the inputs and outputs of the integrated sustainable
diet analysis are summarized in the bottom of the column below box c. The final output listed—
weighted-average measures of Btu per gram and $ per gram across each of the 4,067 food items—
are used to carry out the analysis reported in this section and the following section. We consider
both primary energy (Btu) and food energy (calories) and reference their respective units instead of
energy to avoid confusion.

Trends Over Time

FEDS then yields a complete accounting of all food-related-energy market transactions throughout
the domestic economy, broken out by supply chain stage and energy commodity. It is computed
across 21 annual final demand categories (see appendix table A.1 for list of final demand categories)
for the period 1993-2012. Figures 2 and 3 report the combined results summing across all 21 catego-
ries of final demand. (See box, “Accounting for the Energy Embodied in Food-Related Imports and
Exports,” for a discussion of international energy use linked to this study.)

Figure 2 shows the annual energy flows embodied in all food-related final demand expenditures
aggregated over all energy commodities and broken out by agri-food chain stage. Focusing first on
overall food-related energy flows, we find totals were slightly above 12 qBtu between 1993 and 1998,
with only the household foodservice stage changing more than 0.1 qBtu over the interval, declining
from 4.3 to 4.1 gBtu. Over the next 4 years, food-related energy flows rose sharply, reaching 13.5
gBtu in 2002, which is a 12-percent increase and represents about 14 percent of the 2002 national
energy budget. Drilling down by supply chain stage, we see that leading this increase were the food-
service, food processing, and commercial transportation industry groups with a combined increase
of 1.0 gBtu, or about 71 percent of the overall change. In 8 of the remaining 10 years covered in this
study, year-to-year measures of food-related energy flows were either unchanged or decreased and
by 2012 reached the lowest total over the 20-year study period, 11.9 gBtu. Leading this decline from
2002 to 2012 was household foodservice, which dropped or was unchanged in each year, falling

0.7 gBtu over the interval. Food processing and farm production also trended downward over this
period, both declining 0.3 gBtu by 2012.
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Figure 2

Annual food-related energy commodity consumption by supply chain stage, 1993 to 2012
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] Transportation 07 07 07 07 07 06 07 07 07 08 08 08 09 09 10 10 09 08 09 08
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B8 Food processing 21 21 21 22 21 22 21 22 23 25 25 25 23 22 22 22 25 22 23 22
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Source:

USDA, Economic Research Service.

In figure 3, annual energy flows embodied in all food-related final demand expenditures are aggre-
gated over all agri-food chain stages” and broken out by energy commodities.!” Reported this way,
we have the same three intervals of change—flat from 1993 to 1998, increasing from 1999 to 2002,
declining from 2003 to 2012—but the reported indicators of change are energy commodities such as
petroleum, natural gas, and electricity. Of these fuel commodities, electricity is the dominant source
in the food system. For example, in 2012, 57 percent of food-related energy use was in the form of
electricity. Over the 1993-1998 period of little overall change, the same can be said about change

by energy commodity, as no single energy commodity had a year-to-year change of more than 0.1
gBtu. Over the 1998-2002 period of increasing overall food-related energy use, electricity and petro-
leum products accounted for about the same shares of total energy use at the beginning and end of
this period. While the natural gas share fell from 18 percent to 17 percent of the total, the “other”
energy commodities share rose from 4 to 5 percent due entirely to increased coal use. In the period

9 Recall that stages in the agri-food chain include farm production, food processing, packaging, transportation, whole-
sale/retail, food service, household food service, and household transportation.

10 Energy commodities include coal, natural gas, electricity, refined petroleum, ethanol for vehicle fuel blends, and
self-supplied renewable fuels.
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Figure 3
Annual food-related energy consumption by energy commodity, 1993 to 2012
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Note. “Other” includes coal, ethanol for vehicle fuel blends, and self-supplied renewable fuel.
Source: USDA, Economic Research Service

of declining food-related energy use from 2002 to 2012, electricity and petroleum-product use saw
periods of decline and increase, but both ended the period more than 10 percent below their 2002
levels. For natural gas and other energy commodities, there was very little measured change in use
over the 2002-2012 period. Although annual use of all energy commodities both rose and fell over
the 1993-2012 period, use of nearly all energy commodities returned to 1993 levels by 2012. Only
electricity was below its 1993 level in 2012, by 0.2 gBtu.

Drivers of Change

We now explore instruments of change to determine which are driving U.S. food-system energy use.
We focus on four specific categories: (i) total population, (ii) per capita food availability, (iii) the
commodity content of food availability (i.e., changes to the variety of foods on a typical food plate),
and (iv) the energy intensity of food-system production technologies.

With respect to changes in fotal population, the annual percentage growth in resident U.S. popu-
lation ranged between 1.0 and 1.2 percent between 1993 and 2002, and in the 2003-2012 period
ranged between 0.7 and 0.9 percent (U.S. Department of Commerce, Census Bureau, 2012). These
figures indicate a small and steady upward pressure on the population-driven change in food-related
energy consumption.
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Accounting for the Energy
Embodied in Food-Related Imports and Exports

To measure the energy embodied in American diets, one should consider both domestic and imported production
of goods and services. For example, when fresh produce is imported into the United States, the energy required
to transport and market this produce from its port of unlading to its point of purchase is embodied in American
diets. In addition, all energy used to grow this imported produce in the country of origin and transport it to a
U.S. port of unlading is also reflected in the energy embodied in American diets. The total energy embodied in
American diets is represented by the red circle in the Venn diagram below.

To measure the energy embodied in the U.S. food system, all energy consumption linked to U.S. production that
is marketed to domestic food consumers or sold in export markets should be included. Identifying what export
commodities are food related is difficult. Clearly, exported food commodities are food related; however, prod-
ucts such as exported packaging materials and exported farm machinery are likely to be embodied in the food
production of other countries. Whichever criteria are used to identify exported food system outputs, the total
energy embodied in the U.S. food system is represented by the blue circle in the Venn diagram depicted below.

With the present study, only energy use at the intersection of the U.S. food system and American diets are
measured. The reason for this approach is that this study examines interactions between domestic diet outcomes
and domestic energy consumption. This intersection is depicted by shaded area B in the Venn diagram below.
For example, the analysis in this report finds that, in 2007, area B totaled 12.5 qBtu.

Venn diagram: Overlapping food-related energy use

Area A—Domestic energy use of food system outputs exported to
other countries: To approximate the energy embodied in U.S. food
system exports, we consider food commodities produced in the U.S.
and sold in export markets. These transactions are directly measur-
able in the FEDS accounts, and embodied energy for these exports is
measured in the same way as the computations of area B in this study.

Area C—International energy use of food-related direct and
embodied imports: To approximate the energy embodied in area C,
we treat all direct and embodied imports as if they are produced in the United States and measure the domestic
energy requirements to produce these commodities. Because domestic transportation and marketing energy
requirements of the imports are already measured in area B, these should not be included in estimates of area
C. This approach is accurate provided the technologies used in the countries that the United States is sourcing
these imports from is similar to U.S. technologies.

Total food-related energy use, 2007 (qBtu)
Area A Area B Area C
0.9 12.5 0.5

A summary of total food-related energy use in 2007 is reported in the adjacent table. It shows that energy
embodied in areas A and C totaled 1.4 qBtu, or a little over 10 percent of the energy embodied in area B.

13
The Role of Fossil Fuels in the U.S. Food System and the American Diet, ERR-224
Economic Research Service/USDA




Figure 4

The influence of changes to per capita food availability—absent changes in the commodity content
of food availability—should be the same as population change. In other words, higher per capita
availability should produce a proportionally similar increase in energy use and vice versa. Figure

4 reports data from the ERS food availability data system for the years 1993-2010, covering most
of the period of our analysis. The solid line in the figure (linked to the secondary y-axis) depicts
the annual average per capita total food availability, reported in pounds of farm weight for crop-
based food products plus carcass weight where applicable. For 1993-1998, the change in the annual
per capita food availability averaged 0.4 percent. This would add to the modest upward pressures
on energy use from population change in this period, where overall yearly change in food-related
energy use was measured as flat, indicating that other factors offset modest upward population and
availability-induced pressures. For 1998-2002, annual per capita availability totals averaged no
change. Combined with the modest upward pressures from population change, this suggests that
other factors were behind the more than 10-percent increase in food-related energy use. For the
2002-2010 period, change in annual per capita food availability averaged -0.5 percent. This about
offsets population pressures over this period, again pointing to other factors for the downward trend
in overall energy use over this period.

Changes to the commodity content of food may be driving changes in food-system energy use.
Evidence of this is depicted by the shaded areas of figure 4, which represent the annual shares of
total food availability across seven different broad categories of food commodities, defined by the
data source. We cannot formulate any expectations on the likely impact of these commodity content
changes on energy use without measurements of energy use per pound. However, the data show

that the availability share for any of the seven food categories had an annual change of more than

Share of food availability by commodity group and total per capita food availability, 1993-2010
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0.5 percent in only 2 of the 119 (7 commodities x 17 years) observations of change—a 0.9-percent
increase in the availability share of fats in 2000 and a 0.6-percent increase in the availability share
of meats, fish, eggs, and nuts in 2002. Any upward pressures this may have had on food-system
energy use in this period of substantial overall increases would have been largely muted by the
simultaneous drop in overall food availability.

A more indepth look at how changes in commodity mix may impact energy use will be presented
later in this report (when looking at the relationship between diets and energy use). Anecdotally,
the evidence does not indicate that these factors were driving the observed changes in our study
period.!! This suggests that changes in food-system production technologies are a primary factor
of change in U.S. food-system energy use. This leads to our first research question—do changes in
energy prices lead to changes in energy intensity in the U.S. food system?

Is Energy Intensity in the U.S. Food System Sensitive
to Energy Prices?

Before examining the relationship between carbon taxes and dietary outcomes, we first need to
establish that changing the relative price of energy would lead to changes in energy use in the food
system. We begin with the hypothesis that energy intensity in the U.S. food system increases as the
price of energy decreases relative to the price of labor and capital, and vice versa. Energy intensity is
measured as the quantity of energy used per unit of production. A negative relationship between the
price of a product and the demand for that product is typically assumed, but the lack of time series
data on food-system energy use has precluded any empirical demonstration of the existence and
strength of this relationship between energy prices and food-system energy intensity.

In agri-food chain analysis, production is measured as the net output at each agri-food chain stage.
A widely used economic modeling approach for assessing energy use in production is to specify
a constant elasticity of substitution (CES) production function where energy inputs like electricity
and petroleum fuels are used with other primary production factors such as labor and capital (e.g.,
Bosetti et al., 2006; Paltsev et al., 2005). Using this approach, one can identify the optimal mix of
energy, capital, and labor inputs as a problem of minimizing the production costs of meeting current
market demand. From a CES production function specification, expressions describing the level
of energy use, as well as the use of composite capital-labor inputs, can be derived as functions of
all input prices and technology parameters. Taking a ratio of the demand expressions for the use
of energy (€) and composite quantity of capital and labor (gqv) by production stages through point
of purchase produces the measure of industry energy intensity (omitting superscripts that indicate
supply chain stages):
m D =

qv Aqv pv
where intensity of energy use relative to other production factors (e /gv) is sensitive to the unit price
of energy (pe) relative to the composite unit price of capital and labor (pv). The o expressions in (1)
are factor-specific productivity parameters. The exponent, o, is the elasticity of substitution, which
translates a percentage change in the ratio of energy prices to capital-labor prices into a percentage
change in the energy intensity of production. For example, a value of ¢ = -1 would imply that each

I Canning et al. (2010) included a structural decomposition of factors affecting change in energy use between 1997
and 2002 and attributed 25 percent of the change to population change, 25 percent to changes in the level and mix of food
availability, and 50 percent to changes in food-system energy intensity.
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10-percent increase in the price of energy relative to the price of the composite capital-labor inputs
would result in a 10-percent decline in energy intensity. For absolute values of ¢ greater (less) than
1, the decline in energy intensity would be over (under) 10 percent. The * exponent on the left side
of the equality in equation (1) signifies an optimal or longrun energy intensity, which reflects the
recognition that transitions to new energy intensity levels in response to changes in relative factor
prices occurs over several investment cycles.

If we denote the natural log of &/qv, (XS/O.qV and pe/pv as a, b0, and c respectively, and let bl = o, the
energy intensity expression can be restated in natural log form as:

2) a*=b0+ bilxc.

Nerlov supply response models (Nerlov, 1958) are a widely used method of measuring period-to-
period changes to industry energy intensity while recognizing transitions occur over more than one
period. It is applied here by introducing a weighting parameter, 0 < b2 < 1, that reflects the rate of
transition as follows (see pp. 261-62 in Theil, 1971):

3) a'=b2x a* + (1-b2)xa'! ,

where a' is the current period’s energy-intensity outcome and a'! is the previous period's outcome,
such that values of b2 approaching 1 (0) indicate a rapid (slow) transition. Plugging the expression
for a* from equation (2) into equation (3) yields the expression from which the unknown parameters
(b0, bl, and b2) can be measured based on the observed parameters (a', a®!, and ¢f):

4)  at=(bOxb2) + (bIxb2)xc! + (1-b2)xat™ .

The FEDS accounts provide annual observations for a' and ¢! over the 1993-2012 interval.!?

Nonlinear least-squares estimates of equation (4) with data on electricity use intensities!? by agri-
food chain stage produce sample sizes ranging from 171 to 266 using pooled data across all food-
commodity-expenditure categories relevant to each production stage. For example, unprocessed
food commodities are omitted from the processing stage regressions because they do not contribute
energy use data to the food-processing-stage regression. A lagged dependent variable (a'!) appears
on the right side of the equation, so autocorrelation is likely to be present. This undermines use of
standard t-statistics, so the Durbin-h (dh) statistic is used to test for its presence (Durbin, 1970).
Results by supply chain stage are reported in table 1.

As expected, autocorrelation is found to be present in the pooled results, with dh statistics of 2.45
or higher.!* In the pooled data, multiple food-commodity supply chains are producing net industry
outputs from overlapping sets of industry groups, increasing the likelihood for serial correlation of
error terms. One exception is the pooled data results of the retail/wholesale stage, where the best

12 Observations for a' are from estimations of Equation B.9 (Appendix B) and a quantity index of capital labor compos-
ite derived from the real (2005 prices) food dollar industry group series (www.ers.usda.gov/data-products/food-dollar-
series.aspx). Observations for ¢t come from U.S. Department of Energy, Energy Information Administration (www.eia.
gov/state/seds/) and the capital-labor composite price index, which is derived from the ratio of the nominal and real food
dollar industry group series.

13 Electricity is singled out based on the assessment above that it is both the most widely used energy commodity
throughout the food system and is the energy commodity showing the most change in use over the study period.

14 The Durbin-h statistic has a standard normal distribution with a critical value slightly under 2.0 such that a dh statis-
tic below this value signals a rejection of the presence of autocorrelation in regression error terms.
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Table 1

Nonlinear least square regression results by production stage

Observa-
Stage Sample b0 b1 b2 Adj. R2 Durbin-H tions
Farm production Pooled data 47.999 -3.388 0.097 0.920 7.933 209
(t-stat) (3.90) (-2.64) (3.45)
::;C\‘f:;sg ;:23 71.988 -5.869 0.280 0.765 0.922 19
(t-stat) (2.75) (-2.17) (2.24)
Food processing Pooled data 34.055 -1.946 0.221 0.900 7.490 171
(t-stat) (9.28) (-5.12) (5.99)
Meats 32.484 -1.730 0.363 0.653 0.870 19
(t-stat) (4.14) (-2.15) (2.38)
Packaging Pooled data 38.774 -2.340 0.117 0.921 2.723 266
(t-stat) (6.00) (-3.51) (4.53)
Fresh seafood 39.329 -2.423 0.260 0.961 1.254 19
(t-stat) (9.09) (-5.50) (3.70)
Food service Pooled data 42.445 -2.698 0.126 0.945 2.448 266
(t-stat) (8.74) (-5.69) (6.76)
Other foods 36.400 -2.110 0.401 0.815 1.429 19
(t-stat) (6.00) (-3.55) (2.72)
t'?ae;z"/ wholesale Pooled data 23.196 -0.816 na 0.860 na 266
(t-stat) (10.10) (-3.59) na

Note. T-statistics indicate that all estimates are statistically significant at a 5-percent level.
Source: USDA, Economic Research Service

results came from imposing a value of 1 for the b2 parameter such that full adjustment occurred
in the first time period. Since the lagged dependent term drops out of this equation, the stan-
dard Durbin-Watson statistic is used and produces a value of 1.96, which indicates the absence of
autocorrelation.

Table 1 also reports results from an unpooled subset of the data for each agri-food chain stage that
represents electricity use and net output for specific food-commodity supply chains. In each case
the food-commodity-group results reported account for a substantial portion of the pooled-data net
output totals. Regression results with these data do not exhibit the presence of autocorrelation, with
all dh statistics well below 1.5. Reported t-statistics indicate that all parameter estimates are highly
significant and show the same relationships as their pooled counterparts. There were no single-
commodity regression results that produced significant parameter estimates of the opposite direc-
tion, either with or without the presence of autocorrelation. Since presence of autocorrelation does
not lead to a bias in the parameter estimates (Kelejian and Oates, 1981), we view the combined find-
ings of the pooled and unpooled estimates as compelling evidence of a strong relationship between
energy intensity and energy prices and thus do not reject our hypothesis that energy use is signifi-
cantly linked to energy prices.
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Figure 5
Electricity use response to 10-percent price increase in Year 1

Percent change from Year O level

0.0 Year O Year 1 Year 2 Year 3 Year 4 Year 5

-2.04

-4.0-

-6.0

-8.04 Wholesale/retail

-10.0 1
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-14.0 1 Processing

-16.0-

Source: USDA, Economic Research Service.

The pooled data results indicate the magnitude and pace of a food industrywide response to energy
price movements. Figure 5 demonstrates how a one-time 10-percent increase in electricity prices,
while holding the price of capital and labor constant, would affect the energy intensities over a
5-year period in each of the supply chain stages. In the first year, all stages decrease their electricity
use intensity from between 2 and 5 percent except the retail/wholesale stage, which decreases inten-
sity by 8.2 percent. In the absence of any other price changes by the fifth year after the 10-percent
electricity price increase, all stages lower electricity use intensity by between 8 and 14 percent, with
food processors declining the most and retail/wholesale the least.

This evidence (on the pace of price-induced adjustments to electricity intensity in production
throughout the food system) is more accelerated than other empirical studies on the economywide
average annual rates. For example, a survey of several prominent climate change models (van der
Werf, 2008) identifies 4 models that employ the identical nested CES production function used in
this study, which notably is the model specification found to “fit the data best” in van der Werf’s
own analysis of data from 12 OECD countries (see p. 2976 in van der Werf, 2008). These four
models, plus van der Werf’s analysis, report elasticity of substitution parameter estimates for energy
in the -0.4 to -0.5 range, and all of the models assume full adjustment in the year of the price
shock. By comparison, table 1 results indicate first-year elasticity parameters in the -0.3 to -0.8
range (see table 1, bI*b2 in pooled data rows) and further adjustments in subsequent years.

A food system whose energy intensity is more price-sensitive then the economywide average would
be consistent with an economy where the food system gains a greater share of the national energy
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budget during sustained periods of declining energy prices and loses share during sustained periods
of increasing energy prices. We use our electricity market analysis to make inferences about overall
energy use in the U.S. food system because electricity represents well over half of the total energy
use in the food system. Figure 6 shows just this pattern for the U.S. economy over 1997-2007, from
the first to the last benchmark years of data available. In the figure, electricity prices are reported
as a 3-year moving average since our estimates in equation (4) indicate a multi-period adjustment

to energy price changes. Figure 6 confirms the negative relationship between energy prices and the
food system’s energy intensity, showing a clear pattern of growing national energy budget share
during a sustained decrease in electricity prices in the late 1990s and a declining share during the
steep increase in electricity prices during the 2000s.

How Much of U.S. 002 Emissions From Fossil Fuels Is Linked
to American Diets?

Now that we have established that energy taxes could reduce energy use, we need to establish the
level of CO, emissions that are due to current dietary patterns in the United States. One approach

is to use the national average conversion rate to convert food-system energy use to CO, emissions.
This approach would mean that the food system share of CO, emissions from fossil fuels is the same
as its share of the national energy budget, which has ranged between 12 and 14 percent from 1993
to 2012. For example, in 2007, 59 metric tons of CO, emissions were produced from each bBtu of
energy consumption (www.eia.gov/environment/). To use this ratio when converting food-system
energy consumption to CO, emissions, the food system’s reliance on each fossil fuel type should

be the same as the national average. In 2007, 86 percent of national energy consumption was from
fossil fuels, with the percentages attributed to coal, natural gas, and petroleum being 22.4 percent,
23.4 percent, and 39.8 percent, respectively (www.eia.gov/totalenergy/data/annual/). In order to test

Figure 6
Electricty prices and food-related share of U.S. energy budget, 1997 to 2007

Dollars per million Btu Percent
24 1 Food-related share of U.S. energy budget 3-year moving average price - 14.0
23

- 13.5
22 -

- 13.0
21 4

- 12.5
20 -
19 T T T T T T T T T T 12.0

1997 1998 1999 2000 2001 2002 2003 2004 2005 2006 2007

Source: Average prices paid across U.S. food system in 3 previous years are ERS calculations using electricity price data from EIA, SEDS
(www.eia.gov/state/seds); food-system energy use series are ERS calculations.
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this relationship, we use the FEDS MEIO model, which is compiled with the 2007 benchmark year
accounts (see discussion of multiregional input-output models in Appendix B). Recall from figure 3
that electricity is the most widely used energy commodity in the U.S. food system and, as previously
mentioned, fuel sources used for electric power generation vary by region.

Table 2 reports the share of electricity output by State that is produced from each of the fossil fuel
sources. These values in table 2 are used to convert measures of direct electricity requirements to the
more detailed measure that will allow us to compute electricity use by fossil fuel source (see equa-
tion B.10 in appendix B).

Table 2
I::recent of 2007 electricity output by fuel source
Natural Natural

State Coal Gas Petroleum State Coal Gas Petroleum
AK 9.3 61.6 10.0 MT 65.4 0.3 25
AL 57.9 13.0 0.1 NC 61.4 341 0.2
AR 50.3 12.4 0.2 ND 94.3 0.0 0.2
AZ 4041 271 0.0 NE 61.0 3.2 0.1
CA 1.3 47.5 1.2 NH 19.3 17.8 1.7
CO 70.6 23.7 01 NJ 17.9 26.0 0.4
CT 12.6 23.5 4.5 NM 78.7 16.6 0.1
DC 0.0 0.0 100.0 NV 27.2 61.4 01
DE 78.7 18.0 2.6 NY 15.2 28.7 5.8
FL 33.8 38.7 10.0 OH 85.9 24 0.8
GA 64.6 9.1 0.1 OK 50.9 42.0 0.2
HI 15.4 0.0 76.3 OR 8.6 21.0 0.0
1A 774 51 0.8 PA 547 6.5 0.6
ID 0.0 12.2 0.0 RI 0.0 96.0 0.4
IL 47.6 3.1 0.1 SC 39.3 5.0 0.2
IN 96.5 2.9 041 SD 447 6.7 1.3
KS 72.4 4.8 0.5 TN 62.3 0.8 0.2
KY 931 1.9 3.3 TX 43.2 41.5 0.4
LA 35.8 33.4 3.6 uT 84.7 13.4 0.1
MA 279 45.2 7.6 VA 46.8 1.7 25
MD 58.7 4.8 2.2 VT 0.0 0.0 0.1
ME 341 30.9 3.9 WA 8.8 5.6 0.0
Mi 59.2 10.3 0.5 Wi 65.5 8.5 1.5
MN 60.0 6.2 0.8 wv 98.3 0.4 0.2
MO 83.5 4.5 0.1 wy 96.4 0.4 0.1
MS 38.4 39.9 0.9 us 51.6 17.4 1.6

Source: U.S. Energy Information Administration: https://www.eia.gov/state/seds/
Note. Percentages may not add to 100 percent because of non-fossil fuel sources of electricity in each State.

20
The Role of Fossil Fuels in the U.S. Food System and the American Diet, ERR-224
Economic Research Service/USDA


https://www.eia.gov/state/seds/

Next, conversion factors are needed to translate fossil fuel consumption into tons of CO, emissions.
The national CO, conversion factors for each sector—such as transportation, commercial, and elec-
tric power—by primary fossil fuel are reported in table 3. For coal and natural gas, national average
emission coefficients across all commodity types and end users are applied. For petroleum products,
each end user’s emission coefficient is computed as a weighted average from more detailed fuel uses,
where the weights are the 2007 consumption totals by detailed petroleum fuels and end user. For
example, the residential petroleum coefficient (153.44) is the weighted average of butane/propane
mix (141.1), home heating and diesel (161.3), and kerosene (159.4). The weights are the shares of
2007 residential Btu consumption by fuel: 0.386, 0.579, and 0.035 for butane/propane mix, home
heating and diesel, and kerosene, respectively.

A complete accounting of all 2007 food-related CO, emissions from fossil fuels is computed for
each agri-food chain stage and across all 83 benchmark-year, food-related final demand categories.
Table 4 reports all food-related CO, emissions from the consumption of coal, natural gas, and petro-
leum products in 2007. The results in table 4 are compiled from summations of appendix equation
B.10. Results are reported in both consumption units (million Btu) and emission units (metric tons
of CO,). Total food-related CO, emissions reach almost 817 million metric tons per year with 332
million from coal, 282 million from natural gas, and 202 million from petroleum production.

While 2007 food-related energy use represents 12.3 percent of that year’s national energy budget, we
find that food-related CO, emissions from fossil fuels accounted for 13.6 percent of the 5.99 billion
metric tons of CO, emissions from fossil fuel consumption in the United States (see table 12.1 in
www.eia.gov/totalenergy/data/monthly/pdf/secl2.pdf). The difference indicates that use of national
average conversion rates misses the actual food-related CO, emissions by 11 percent. In other words,
the carbon footprint of the U.S. food system is 1.1 times larger than its energy footprint.

While fossil fuels account for 93 percent of total food-related energy use, they account for only

86 percent of the 2007 national energy budget. Higher-than-average reliance on fossil fuel sources
helps to explain the higher-than-expected CO, emission totals. Within the fossil fuel category, CO,
emissions from natural gas consumption in the food system are nearly a quarter (23 percent) of the
1.24 billion metric tons (bmt) emitted nationally from natural gas. This disproportionate reliance

on natural gas among fossil fuels serves to mitigate the emission impacts of the food system’s fossil
fuel reliance. For coal, the food system share was 15 percent of the 2.17 bmt national emissions from

Eobljrfds of CO, emissions per million Btu by type of fossil fuel
End user Coal Natural gas Petroleum
Transportation sector 117.00 158.62
Commercial sector 210.20 117.00 158.59
Electric power sector 210.20 117.00 185.41
Industrial sector 117.00 15711
Coke plants 210.20
Organic chemicals 210.20
Residential sector 210.20 117.00 153.44

Source: U.S. Energy Information Administration: www.eia.gov/environment/emissions/co2_vol_mass.cfm
Note. Coal and natural gas are national averages while petroleum is broken out by end user.
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Table 4

Food-related annual fossil fuel consumption and carbon dioxide emissions, 2007

Fossil fuel consumption

Fossil fuel CO, emissions

Petroleum Petroleum
State Coal Natural gas products Coal Natural gas products
(million Btu) (metric tons)
Alabama 75,392,269 84,343,997 44,791,792 7,140,311 4,452,626 3,198,043
Alaska 1,909,832 14,134,324 9,303,885 181,133 746,388 665,556
Arizona 55,043,250 93,597,446 43,109,647 5,217,768 4,939,806 3,083,260
Arkansas 47,403,478 70,994,455 45,061,028 4,503,610 3,757,851 3,223,317
California 36,094,727 880,366,259 280,467,095 3,434,307 46,589,665 20,059,107
Colorado 87,741,488 56,649,635 42,445,734 8,335,716 2,997,343 3,036,253
Connecticut 11,033,739 76,770,705 20,855,569 1,047,872 4,058,537 1,491,644
Delaware 18,218,424 10,575,916 8,863,052 1,726,750 558,975 632,844
gg:'r?]tb?; 85,616 1,720,683 15,550,544 8,024 90,581 1,109,282
Florida 134,003,656 291,793,559 155,664,814 12,724,726 15,428,140 11,138,992
Georgia 160,834,065 147,301,629 84,126,635 15,255,857 7,785,691 6,015,207
Hawaii 5,190,041 8,886,337 32,218,848 492,306 469,971 2,302,085
Idaho 2,657,248 24,369,913 22,366,987 253,127 1,290,791 1,597,287
lllinois 170,741,293 269,825,840 123,322,080 16,217,505 14,273,913 8,822,924
Indiana 176,967,424 58,941,759 72,114,585 16,796,018 3,120,979 5,157,721
lowa 90,614,831 72,304,935 70,383,319 8,609,478 3,830,017 5,025,692
Kansas 64,801,852 52,082,371 51,552,621 6,154,179 2,756,611 3,681,566
Kentucky 119,153,475 36,557,984 53,663,493 11,309,907 1,936,277 3,838,384
Louisiana 40,006,121 99,901,748 57,042,734 3,791,735 5,277,365 4,079,684
Maine 2,622,020 34,214,220 12,461,441 249,515 1,810,996 890,807
Maryland 72,401,674 65,546,750 35,516,143 6,873,974 3,465,190 2,541,123
Massachusetts 44,838,273 124,963,929 47,019,327 4,259,535 6,609,397 3,364,164
Michigan 143,793,598 147,619,962 71,889,575 13,642,007 7,801,216 5,138,659
Minnesota 98,380,902 108,439,622 66,566,269 9,342,991 5,737,534 4,755,945
Mississippi 28,612,062 62,325,949 31,254,729 2,712,518 3,291,612 2,232,363
Missouri 135,844,787 74,835,401 62,390,652 12,892,366 3,960,338 4,461,701
Montana 16,839,976 7,134,803 14,744,794 1,595,581 377,441 1,052,939
Nebraska 42,628,800 49,899,219 52,740,150 4,063,130 2,647,610 3,771,474
Nevada 16,270,416 44,756,891 15,274,689 1,544,414 2,365,208 1,092,964
New Hampshire 6,281,033 27,506,231 6,996,560 595,548 1,451,991 499,599
New Jersey 40,743,458 210,349,554 62,866,982 3,869,922 11,122,790 4,502,165
New Mexico 33,674,483 17,129,439 15,420,374 3,192,005 904,754 1,101,770
New York 71,574,497 336,117,072 128,162,568 6,790,534 17,752,481 9,161,597
North Carolina 142,395,059 138,642,117 79,391,248 13,513,560 7,329,874 5,673,934
North Dakota 22,466,502 9,712,423 18,387,564 2,126,930 514,164 1,311,826
—continued
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Table 4

Food-related annual fossil fuel consumption and carbon dioxide emissions, 2007—continued

Fossil fuel consumption

Fossil fuel CO, emissions

Petroleum Petroleum

State Coal Natural gas products Coal Natural gas products
(million Btu) (metric tons)

Ohio 267,585,205 125,836,344 101,646,551 25,396,614 6,658,621 7,269,038
Oklahoma 47,067,515 62,018,059 36,851,707 4,467,458 3,278,940 2,634,295
Oregon 11,974,831 53,370,155 36,057,599 1,137,981 2,824,390 2,578,268
Pennsylvania 184,170,937 220,295,948 100,177,817 17,479,383 11,646,085 7,164,118
Rhode Island 377,625 27,332,727 5,319,283 35,949 1,447,958 381,101
South Carolina 45,622,029 94,823,830 36,805,369 4,323,164 5,005,769 2,627,568
South Dakota 12,264,464 10,270,029 18,742,770 1,164,900 543,802 1,337,395
Tennessee 106,281,653 104,422,111 61,327,967 10,124,133 5,538,057 4,397,638
Texas 255,371,886 449,687,987 222,505,059 24,263,287 23,792,296 15,922,367
Utah 54,636,659 24,059,736 25,698,086 5,191,802 1,273,950 1,841,378
Vermont 694,397 18,395,030 4,920,897 66,055 970,261 351,044
Virginia 88,207,351 124,436,164 60,132,276 8,372,429 6,576,760 4,301,975
Washington 19,473,190 72,256,658 64,871,228 1,852,908 3,828,490 4,641,615
West Virginia 53,845,912 10,619,847 18,136,053 5,091,976 561,312 1,294,961
Wisconsin 120,226,630 117,614,512 70,580,473 11,419,252 6,225,552 5,046,775
Wyoming 16,868,586 4,776,815 10,429,622 1,592,677 252,487 745,165
United States 3,601,929,239  5,330,529,029  2,828,190,284 | 332,444,827 281,928,853 202,246,579

Source: USDA, Economic Research Service.

coal in 2007; for petroleum products, the food system’s share was 8 percent of the 2.58 bmt national
emissions associated with petroleum products.

Figure 7 shows the spatial distribution of annual CO, emissions down to U.S. counties, indicating

the source of food-system emissions. This figure depicts data that are based on an assumption that
electric power generation in each county derives the same shares of power by fossil fuel sources as
the statewide average and also assumes that statewide energy use by type of industry is spatially

distributed to counties in proportion to the share of that industry’s labor force in each county.

Finally, the county emissions data split the allocation of emissions from the commercial transporta-
tion industry between the counties where vehicles, vessels, and railcars are most likely to have been
launched and the counties where they are most likely to have terminated. These are strong assump-
tions that will misallocate a small percentage of the overall emission locations, but they expected to
be representative of the spatial disposition of overall 2007 food-system CO, emissions from fossil

fuel consumption. For example, food-related energy consumption by the commercial transportation
industry represented 8 percent of total food-related energy use in 2007, and the share of emissions

from this energy consumption that was neither in the origin or destination counties of all shipments
was a small fraction of this total.

Both total CO, emissions (panel A) and per capita CO, emissions (panel B) are depicted in figure
7. The 10 highest emitting counties list differs across the two metrics. In terms of total emissions
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Figure 7
Food-related carbon dioxide emissions by county, 2007

Panel A-Total CO, emissions by county
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Note: CO, emissions are assigned to counties where fossil fuels are used in production, such as electric power plants and
household-kitchen natural gas ovens.
Source: USDA, Economic Research Service.
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(panel A), 8 of the 10 highest emitting counties are also among the top 10 most populated counties,
and the other two top-emitting counties are among the top 20 most populous U.S. counties. These
results are not surprising given that household food services and transportation, along with commer-
cial food services, account for about half of total food-related energy use (figure 2). Thus, the most
populated counties will also have the largest number of home kitchens and be likely to have more
commercial kitchens (foodservice establishments).

The story is very different on a per capita basis (panel B). Of the 10 highest per capita emitting
counties, 8 are in Kansas (5) or Texas (3), 6 are in counties with population totals in the bottom 10
percent nationally, and all 10 are in counties with population totals in the bottom 20 percent. These
counties are disproportionately farming- and/or food-processing-intensive areas, and are more fossil
fuel intensive than other farming and processing areas.

Since CO, emissions quickly mix with other gases in the atmosphere, the location of the sources for
these emissions are not as important as the quantity of emissions in terms of climate change implica-
tions. However, knowledge of the locations where fossil fuels are being used does help in assessing
how regional economies are affected by different approaches designed to reduce CO, emissions.

We draw a few key points from this section. First, overall food-related energy use remained slightly
above 12 gBtu between 1993 and 1998. Electricity represented the most-used energy commodity in
the U.S. food system, and household kitchen operations were the largest energy user among agri-
food chain stages. Because the national energy budget rose steadily over this period while the food-
related energy budget remained flat, the food-related share of the national energy budget declined
from 14.0 percent in 1993 to 12.8 percent by 1998. From 1998 to 2002, however, the opposite trend
occurred. Food-related energy use rose steadily while the national energy budget remained flat. This
led to a rebound in the food-related share, reaching 13.8 percent by 2002. Over the remainder of
the study period, both the national energy budget and the food-related energy budget first rose with
steeply rising energy prices and then fell with highly volatile energy prices. The net result was a
falling food-related energy budget share that declined to 12.4 percent by 2012.

Our econometric analysis of year-to-year changes in the intensity of electricity use throughout the
food system produced evidence of a strong and statistically significant relationship between the
intensity of electricity use and the relative price of electricity. These results help to explain the macro
trends in food system energy use. In comparison to evidence of economywide price response in the
literature, our results indicate that energy use is more responsive to price in the food system.

An extension of the energy flow analysis to U.S. States (see table 4) facilitated the estimation of
carbon dioxide emissions from the use of fossil fuels. This analysis shows that the 2007 U.S. food
system had a more fossil-fuel-intensive energy use profile than did the national system. As a result,
the U.S. food system had a carbon footprint that was 11 percent larger than its energy footprint.
Projecting food-related CO, emission estimates out to U.S. counties, we find that the top 10 counties
in terms of food-related CO, emissions were all among the top 20 most populated counties, whereas
the 10 highest per capita CO, emission counties were among the least populated counties. The anal-
ysis in this section could be extended to more recent years as data become available.
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Evaluating Nutrition Promotion and a CO, Emissions Tax

To assess whether nutrition promotion through the 2010 DGA and a hypothetical CO, emissions
tax tied to the social cost of carbon are complementary, we use data and analysis from the previous
section to analyze the effects of each program on aggregate diet quality and total energy use. We
begin with an examination of Federal nutrition promotion.

Would Adherence to the Dietary Guidelines for Americans
Reduce Food-System Energy Use?

For nutrition promotion, we focus on the DGA, which are published every 5 years by USDA and
the U.S. Department of Health and Human Services. The DGA aim to improve the health and well-
being of Americans by providing dietary recommendations informed by current nutrition science
for Americans age 2 and above. Nutrition promotion is a desirable public effort because a healthy
diet along with physical activity can help Americans manage their weight and reduce their risk

of chronic diseases (U.S. Department of Agriculture and U.S. Department of Health and Human
Services, 2010).

Diets are influenced by many factors, including prices, cultural and ethnic norms, socioeconomic
circumstances, climate, and food availability, all of which are broadly represented in the diversity
of current American diets. We begin with the hypothesis that increasing the number of Americans
following the 2010 DGA would decrease the energy embodied in our diets. For this to hold, current
diets must be more energy intensive than the diets resulting from all Americans aligning their food
consumption with the DGA. For the likelihood of diets to be objectively determined, evidence of the
statistical probabilities for alternative healthy diets is required. Since this is beyond the scope of the
data and models available for this research, our approach is to employ a mathematical programming
model that determines the minimum required change from average diets for each of 16 different
age/gender cohorts (see appendix table A.3) that is necessary to meet the DGA under alternative
scenario assumptions, and apply a transparent ad hoc probability-based assessment of the likelihood
for the different scenario outcomes.

By analyzing the 2010 DGA, we are able to compare our results to those of others in the literature
who also used the 2010 DGA as a yardstick to measure healthy diets (Heller and Keoleian, 2015;
Tom et al., 2015). Also, we found minor differences when comparing the 2010 DGA to the 2015
DGA, which were released as we finished this report.

To compile the model data, we follow a methodology similar to the Thrifty Food Plan, 2006
(Carlson et al., 2007). First, data from WWEIA, the dietary intake component of the 2007-2008
NHANES, characterize a baseline American diet. NHANES is a nationally representative survey
that is done in 2-year cycles. The NHANES data provide food and beverage consumption by
Americans and also the nutrient and caloric content of each item. The 2007-2008 data correspond
with the 2007 benchmark accounts, the most recent data that characterize the U.S. economy by
detailed sector, used in FEDS.

The USDA Food Patterns recommend consumption by food group at 12 caloric levels, which serve
as an example of how to follow the DGA. Food groups such as vegetables or grains are called Food
Pattern (FP) components; subgroups include dark-green vegetables or whole grains. We use the Food
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Patterns Equivalents Database 2007-2008 (FPED), which converts the food and beverage items from
NHANES to the FP components outlined in the USDA Food Patterns.

Next, we link the foods and beverages consumed in NHANES to commodity groups that are based
on food expenditure categories from FEDS. To do this, we use the Food and Nutrient Database for
Dietary Studies (FNDDS 4.1), which breaks food items into ingredients. With the grams of food

as consumed organized by commodity group, we are able to compute 38 energy'” pathways with
unique Btu-per-gram ratios. These 38 pathways are obtained from combinations of the 74 food
commodity groups in FEDS (appendix table A.1). The combinations were made to eliminate some
ambiguities about correct mappings of NHANES food items to FEDS commodity groups. We map
these ratios back to each food item using a weighted average of the commodity makeup. Just as we
can trace Btu back to each food item, we can also do this with dollars and calculate the cost for
each food item based on FEDS. See Appendix C for more information on the input data sources and
description of this methodology.

With the input data compiled, we shift our focus to the model constraints. All of the constraints are
weighted based on the age and gender demographics of NHANES participants. First, we assume

a moderately active activity level for caloric needs, which we allow to vary by 5 percent above or
below the target to give the model flexibility (see Appendix 6 in U.S. Department of Agriculture
and U.S. Department of Health and Human Services, 2010). Second, we include the FP compo-
nents using the subcomponents for grains, vegetables, and protein foods (see Appendix 7 in U.S.
Department of Agriculture and U.S. Department of Health and Human Services, 2010). Daily
alcohol limits are also included and are set at zero for those under the legal drinking age. Last, we
impose 33 nutrient targets as constraints (as listed in Appendix 5 of the 2010 DGA, derived mostly
from the Institute of Medicine (2016)). These are supplemented by Tolerable Upper Intake Levels
(ULs) when necessary (Institute of Medicine, n.d.). A complete list of the constraints is available in
appendix table C.2, and further details are provided in Appendix C. Appendix C also formally states
the mathematical optimization model.

Assessment of the Baseline Diet shows that average consumption in the United States is not in line
with the 2010 DGA. Figures 8-10 show all of the dietary constraints and where the baseline falls
relative to these constraints. The shaded area is recommended levels of consumption; consumption
should be at or above the goal (lower bound) and below the limit (upper bound). Figure 8 shows the
dietary constraints with only a consumption limit and shows that the average American exceeds
three out of five of these limits. Figure 9 shows the dietary constraints with only a consumption goal.
In this case, there is underconsumption in 14 of the 24 dietary components in the Baseline Diet.
Those nutrients with both a goal and a limit on consumption are shown in figure 10; there are no FP
components with both a goal and a limit. Overall, the Baseline Diet misses the mark on 6 of these
20 constraints.

We run several versions of the diet optimization model, each with a unique combination of
constraint sets and objective functions. The constraint sets, objective functions, and model results
are described in Appendix C. We chose to highlight two diets from the modeling, which we refer to
as the Realistic Healthy Diet and the Energy'® Efficient Diet.

15 Recall that we consider both primary energy (Btu) and food energy (calories). We reference their respective units
instead of energy to avoid confusion.

16 Energy means embodied Btu in this case.
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Figure 8

Baseline consumption of nutrients and Food Patterns components with a limit on consumption only
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Baseline consumption relative to nutrient and Food Patterns components with a consumption goal only
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The Realistic Healthy Diet is output from a model in which the objective is to minimize the
changes one would have to make from baseline consumption patterns; in other words, it is the
shortest route to eating healthy (appendix equation C.1). The constraints in the model include all
dietary constraints and the cost constraint. This is the most restrictive constraint set because it
ensures that caloric and nutrient targets are met; forces individuals to eat a diverse, omnivorous diet
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Figure 10
Baseline consumption of nutrients with a consumption goal and limit

Goal Limit
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Note: There are no Food Patterns components with both a goal and a limit. There is only a limit for calories, but we allow calories to vary
by 5 percent above or below this goal for flexibility in the model.

due to the FP components; and maintains a daily wholesale food budget of $4.65 per capita. Figure
11 diagrams the modeling approach. We call the model results the Realistic Healthy Diet because
the model minimizes the change from the Baseline Diet, resulting in many of the same food items
being consumed and costing the same or less than the Baseline Diet. The maximum-likelihood
properties of this diet model make the Realistic Healthy Diet the most representative diet among
Americans who are currently aligned with the 2010 DGA (see appendix C). This model results in
2,541 distinct food items being consumed.

We call results from the second model the Energy Efficient Diet (figure 12). This model’s objec-
tive is to minimize Btu while shifting to a healthy diet (appendix equation C.3). In this case, we
allow greater changes from the Baseline Diet. We include only the caloric and nutrient constraints
in this model. The cost constraint is unnecessary since all of the resulting diets cost less than the
Baseline Diet. This model has the flexibility to make more than a minimal change from baseline
consumption and is not restricted by the FP components. This means that any food items in the
NHANES data can be selected if caloric and nutritional needs are met. There are 85 distinct food
items consumed in this diet.

Figure 13 compares the results from both models for the total population using two metrics: Btu
and cost. The Realistic Healthy Diet reduces Btu by 3 percent while the cost is the same as in the
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Figure 11
Model diagram for the Realistic Healthy Diet
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Figure 12
Model diagram for the Energy Efficient Diet
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Baseline Diet. To put this in context, a 3-percent reduction in total 2007 diet-related!” energy use is
equivalent to the annual gasoline consumption of 3.7 million U.S. vehicles.!® In the Energy Efficient
Diet, wholesale costs decrease by $3.41 per person per day and Btu decrease by 74 percent compared
to the Baseline Diet. Having the Energy Efficient Diet become the new average diet among all
Americans would represent an extreme change in the food choices of average Americans. To put
this in context, a 74-percent reduction in total 2007 diet-related energy use is equivalent to the

17 We use “diet-related” as a subset of total food-system energy use, which excludes the kitchen operation energy use

and grocery trips.

18 This was calculated by multiplying the Btu embodied in the Baseline Diet by the percentage change. Then, we
divide by 120,476, the Btu in a gallon of gasoline (U.S. Energy Information Administration, 2015). Next, we multiply
by 25.2, the average miles per gallon reported for October 2015 (University of Michigan, 2016). Finally, we divide by
13,472, the total average annual miles driven in the United States (U.S. Department of Transportation, 2015).
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Figure 13
Selected model results relative to Baseline Diet
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Source: USDA, Economic Research Service.

annual gasoline consumption of 90 million vehicles, or more than one-third of the vehicles in the
United States.!”

We report detailed results for the Realistic Healthy Diet and the Energy Efficient Diet relative to
the Baseline Diet. Figures 14 and 15 present the results in calories?? and Btu, respectively. We
aggregate foods into 9 food groups by the first digit of the USDA food code (see Appendix B in
U.S. Department of Agriculture, Agricultural Research Service, Food Surveys Research Group,
2010b). In the Baseline Diet, the most calories come from grain products. While grain products
account for 724 calories, or 35 percent of the total, they account for only 21 percent of Btu. The
largest contributor to Btu in the Baseline Diet is sugar, sweets, and beverages with 2.13 qBtu, or 27
percent of total Btu.

In the Realistic Healthy Diet, although calories from grain products are reduced to 665 calories,
grain products are still the largest contributor to total caloric intake at 31 percent. However, grain
products contribute a lesser share (16 percent) to total embodied Btu (1.22 gBtu). Similar to the
Baseline Diet, the most Btu embodied in the Realistic Healthy Diet come from meat, poultry,
fish, and mixtures. Meat, poultry, fish, and mixtures represent 30 percent of total Btu while only
supplying 298 calories, or 14 percent of total calories.

The Energy Efficient Diet results in a different ranking of food groups. Legumes, seeds, and nuts are
the largest contributor to calories with 558 (26 percent of the total), followed closely by grain prod-
ucts with 503 calories (24 percent of the total). Grain products contribute 0.46 gBtu, or 22 percent of

19 Calculated same as in footnote 18, except with a 74-percent change. There were 255.8 million registered highway
vehicles in 2013 (U.S. Department of Transportation, Bureau of Transportation Statistics, n.d.).

20 In our work, 1 calorie refers to a kilocalorie, or food calorie, equivalent to 4,184 joules.

31
The Role of Fossil Fuels in the U.S. Food System and the American Diet, ERR-224
Economic Research Service/USDA



Figure 14
Calories by food group in Baseline, Realistic Healthy, and Energy Efficient Diets
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Figure 15
Btu by food group in Baseline, Realistic Healthy, and Energy Efficient Diets
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32
The Role of Fossil Fuels in the U.S. Food System and the American Diet, ERR-224
Economic Research Service/USDA



total Btu, in the Energy Efficient Diet. The legumes, nuts, and seeds and milk/milk products catego-
ries each contribute 21 percent of embodied Btu in this diet.

When looking at the detailed food items in the Energy Efficient Diet, the model chooses much less
variety, but more nutrient-dense items. Even if an item does not have the lowest Btu per gram, it may
be able to meet more nutrient goals and thus be favored by the model. The Energy Efficient Diet is a
pescatarian diet,”! meaning the model did not choose any meat or poultry items.

It may be counterintuitive that calories from milk and milk products increase in the Energy Efficient
Diet while the Btu decrease relative to the Baseline Diet. We see this relationship because dietary
composition changes both in terms of food groups as well as composition of food items within the
food groups. The results indicate that, in the Energy Efficient Diet, the combination of milk and
milk products is less energy intensive than in the Baseline Diet. In other words, Energy Efficient
Diet favors the milk and milk products that have a lower energy requirement (per gram) across all
production stages and are still able to conform to the caloric and nutrient targets in DGA.

This highlights the importance of interpreting the results correctly. The models choose a different
product mix, not just different quantities. To provide another example, bananas are the most-
consumed fresh fruit on a caloric basis in both the Baseline Diet and the Realistic Healthy Diet. In
the Energy Efficient Diet, the most-consumed fresh fruit in terms of calories is an avocado. This
does not mean that the avocado is the most efficiently produced fruit. Rather, it means that the
avocado is an energy efficient source of nutrients, as a part of a total diet that conforms to the caloric
and nutrient targets in the DGA.

Another way to examine a shift to the Realistic Healthy and Energy Efficient Diets is percentage
change from the Baseline Diet (table 5). Overall, substantial changes in each food category are
required in both the Realistic Healthy Diet and the Energy Efficient Diet.

If shifting from the Baseline to the Realistic Healthy Diet, the largest increase in calories (147
percent) is required in legumes, nuts, and seeds; whereas the largest reduction in calories (96
percent) is in the fats, oils, and salad dressings category. If shifting to the Energy Efficient Diet,
calories from legumes, nuts, and seeds need to again increase the most; this time the increase is
sevenfold from Baseline Diet consumption. Foods that fall in the meat, poultry, fish, and mixtures
category are reduced by 96 percent, the largest caloric decrease in the Energy Efficient Diet.

In terms of Btu relative to the Baseline Diet, vegetables increase most in the Realistic Healthy Diet
(73 percent) resulting from the small quantities currently consumed in these food categories; quanti-
ties that are well below the DGA's recommended level. Legumes, nuts, and seeds increase the most
in the Energy Efficient Diet (212 percent). The largest reduction in Btu is 94 percent for fats, oils,
and salad dressings in the Realistic Healthy Diet; the largest reduction in Btu in the Energy Efficient
Diet is for sugar, sweets, and beverages, at 96 percent.

Recalling our hypothesis that Btu reductions are more likely under healthy diets, such assessments
are possible under the following conditions:

i.  More Americans would adopt the Realistic Healthy Diet than other healthy diets;

ii.  The range of possible healthy diets are normally distributed from low to high Btu
outcomes; and

21 A pescatarian diet is a plant-based diet that includes dairy, eggs, fish, and seafood, but excludes meat and poultry.
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Table 5
Percentage change by food group from Baseline Diet

Realistic Healthy Diet Energy Efficient Diet
Calories Btu Calories Btu

Milk and milk products 63% 49% 62% -42%
Meat, poultry, fish, and mixtures -24% 8% -96% -95%
Eggs and egg products 21% 22% -20% -41%
Legumes, nuts, and seeds 147% 69% 728% 212%
Grain products -8% -26% -31% -72%
Fruits 102% 68% 18% -19%
Vegetables 106% 73% -89% -92%
Fats, oils, and salad dressings -96% -94% 233% 11%
Sugar, sweets, and beverages -67% -51% 7% -96%

Source: USDA, Economic Research Service

iii.  Virtually all Americans adopt diets within four standard deviations of the most
common diet.

Under these assumptions, the Z-statistic for the Baseline Diet is 0.17, implying Pr(Z<Baseline) =
0.57.22 This means that among Americans who align their diets with the DGA, three in five of these
healthy diets would reduce food-system energy use relative to the Baseline Diet.

A result worth highlighting is that all of the alternative diets include animal products, suggesting
that animal products may be part of a healthy and energy-efficient diet. The healthy diets including
food items from the meat, poultry, fish, and mixtures category may reduce Btu compared to the
Baseline Diet, depending on the amount and type of food items in this category. While the Energy
Efficient Diet—the diet that reduces Btu the most—does not include meat and poultry, it does
include fish, eggs, and dairy products.

In their paper, Barosh et al. (2014) find the diet that is both healthy and sustainable to be more
expensive for each of the five demographic groups they study. The most disadvantaged group faces
the largest proportional increase in diet cost, at 30 percent. However, our results show that a healthy
diet that also reduces Btu may have the same wholesale cost as the Baseline Diet, or be even less
expensive, although in our model there is no price response from changes in demand.

We also assume that these diets are produced with 2007 food-system technologies since this is the
most recent year of detailed data that we have in FEDS. Additionally, implicit in the IO models is the
assumption of perfectly elastic supply curves. This means that we assume the U.S. food system could
supply any amount of the food items that are part of the healthy diets without affecting prices and
that extends to import products too. A limitation of these assumptions if major shifts in American
diets take place is that supply constraints may occur for certain foods, leading to price changes that
affect affordability, purchasing choices, and the role of imports in the food system.

22 Measured as Z = (X-W)/c where X is Btu in the Baseline Diet, p is Btu in the Realistic Healthy Diet, and o is
0.25*(minBtu - realistic), where “realistic” is shorthand for food-system energy (Btu) required by the Realistic Healthy
Diet and “minBtu” is shorthand for energy used by the Energy Efficient Diet.
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There are other limitations to the analysis in this section. As mentioned, underreporting in
NHANES is documented (Subar et al., 2015), so we acknowledge that the Baseline Diet is likely the
lower bound of consumption. Therefore, the Btu embodied in the Baseline Diet and the Btu savings
by switching to one of the alternative diets may be underestimated. Additionally, we assume that
each of the items or ingredients are mapped to the linear combinations of 74 energy pathways that
are further aggregated to 38, and this limits the measured variation in Btu per gram across different
diet choices. Also, the assumptions imposed to estimate the likelihood of individuals choosing
among possible healthy diets would benefit from further research to determine whether our under-
lying assumptions are realistic. Finally, our scenario that all Americans will shift to a healthier diet
is hypothetical. Even if less energy-intensive diets exist, there are many challenges surrounding
dietary change. Americans make dietary choices based on tastes, preferences, habits, culture, conve-
nience, and price, among other things.

Would a CO, Emissions Tax Influence Dietary Choice
Through Cost and Price Effects?

Now we address a CO, emissions tax in relation to dietary patterns. Prices paid for a food or
beverage product reflect the total value added by all industries that participate in making this
product available for final market purchase. This is stated formally in appendix equation B.3, where
value added represents the compensation for the use of materials and services from primary factors
such as labor, capital, and resources like fossil fuels. This compensation to primary factors typically
must at least cover the costs to the owners of those factors for making their materials and services
available for use. In addition, factor owners will charge an economic rent that reflects market value
to the purchaser from the use of that factor in production. The outcome of this market structure is
that for any primary factor, unit price equals unit supply costs plus a unit rental cost.

Like other primary factors, fossil fuels are associated with environmental externalities whose costs
are not reflected in this “costs plus rent” price formulation. One of these externalities from the use of
fossil fuels is the emission of carbon dioxide into the atmosphere. Worldwide emissions are occur-
ring at rates higher than the natural rates of assimilation that remove these gasses from the atmo-
sphere. The net impact of this situation is increasing accumulations of CO, into the atmosphere, thus
contributing to the greenhouse effect of rising temperatures worldwide (Karl et al., 2009). Climate
scientists studying this effect produce measures of economic costs from rising temperatures, and the
uncertainty in these measures is reflected in the wide range of cost estimates (IAWGSCC, 2015).
However, the cost-plus-rent price formation mechanism for primary factors described above does not
incorporate these societal costs into the formation of market prices.

Economists have long recognized that the internalization of external costs, such as through taxation,
can lead to more efficient market outcomes if the government can accurately gauge the social cost
(Pigou, 1920). For example, consider an industry's decision to purchase fossil fuels at a price that
does not reflect external costs. Like other inputs, the industry will purchase the amount of this fuel
that maximizes the expected profits from its use. Next, suppose the industry is charged for the soci-
etal costs of its use of fossil fuels. This charge will offset the expected profits such that the industry
will be able to increase net profits by decreasing its use of fossil fuels, since this will reduce costs
faster than it will reduce revenues. This reduction in use will continue until the point where both
costs and revenues fall by the same amount. If all users of fossil fuels are accurately charged for the
true external costs, one can analytically show that fossil fuel use will occur at its socially optimal
level. Both the measurement of social costs from fossil fuel use and the appropriate mechanism for
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internalizing this cost in energy markets are the two great challenges facing the United States and
other nations seeking to reduce their carbon emissions.

In our research, we broaden the consideration of what constitutes the socially optimal cost of fossil
fuel use by assessing the potential spillover effects of higher fuel costs on American diets. Current
estimates of the social costs of CO, emissions in the United States were recently published by the
TAWGSCC (Interagency Working Group on the Social Cost of Carbon, 2015). We consider a hypo-
thetical implementation of a fossil fuel CO, tax that reflects the wide range of current estimates of
the social cost of CO, emissions and measure the food costs and relative commodity price effects of
this tax.

In 2010, the IAWGSCC developed its original estimates on the social costs of carbon (SCC) in
order to allow agencies to incorporate the social benefits of reducing carbon dioxide emissions into
cost-benefit analysis of regulatory actions that impact cumulative global emissions. In July 2015, the
original 2010 estimates were revised (IAWGSCC, 2015). Here, we consider three hypothetical CO,
tax rates on fossil fuel use representing the 5th percentile, average, and 95th percentile of SCC esti-
mates when ordered from low-cost to high-cost values.?? Costs represent present discounted values
of current and future monetized damages (2007 dollars) from carbon emissions that are not reflected
in any market transactions. Examples include human health, agricultural productivity, increased
flood risk, and property damages. The low, average, and high tax-rate assumptions are $6, $42, and
$123 respectively per metric ton of CO, emissions. These costs assume a year 2020 implementation,
a 3-percent discount rate, and use of the 5th, 95th, and average cost estimates from 150,000 model
simulations spanning 3 models and 5 scenarios (IAWGSCC, 2015); the range of results we consider
reflects 90 percent of the potential SCC estimates from these models. These tax rates are in 2007
U.S. dollars, in order to correspond to the 2007 data used in the energy and dietary analysis.

Modeling the price impacts and behavioral adjustments along the U.S. agri-food chain from a hypo-
thetical CO, tax is a complex research challenge. For example, a recent study of alternative CO,
taxes on electric power generation in the United States found that if such a tax were based on the
TAWGSCC 2010 cost estimates, it would induce the industry to substitute natural gas or wind and
nuclear fuel sources for coal, depending on whether the tax rate is based on the lower or higher cost
estimates of the IAWGSCC (Paul et al., 2013). Using the results from estimating the relationship
between food-system energy intensity for electricity and changes in electricity prices, we demon-
strate a similar response by agri-food chain industries (figure 5). In both cases, industries facing the
new tax reduce their use of the higher priced energy source to mitigate price impacts. Similar behav-
iors are anticipated for non-electricity energy markets such as natural gas and petroleum products,
both of which have substantial roles in the U.S. food system. Further, any tax-induced price impacts
that do get passed on to consumers in the form of retail food prices will likely cause consumers to
adjust their food purchasing behaviors in order to further mitigate the cost impacts of the tax.

Rather than accounting for all of the behavioral changes that are induced by the introduction of a
tax on fossil fuel CO, emissions, we trace the total cost of such a tax that would be passed onto food
consumers. This assumes that no behavioral adjustments occur and that all tax burdens levied to
fossil fuel users are completely passed on to buyers of the energy-using industry outputs. Using our
estimates on food-related CO, emissions (table 4), we trace contributions of the tax on fossil fuel

23 The SCC ranges come from the output of 3 different models, each running 10,000 simulations for 5 different model
scenarios (see appendix table A.3 in IAWGSCC, 2015).
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CO, emissions to retail costs for each individual food commodity represented in the FEDS model
(see appendix table A.1). With the measures of embodied CO, emissions already in metric ton units,
we multiply these emission measures by the lower, upper, and average 2020 SCC tax rates per metric
ton of CO, emissions to produce a range of estimates of the total potential tax burden on each food
commodity market. Then, dividing this figure by total grams consumed in each commodity group
produces an average CO, tax rate range per gram consumed for each of the 4,000-plus food items
consumed in each of the diets examined in this study.

Table 6 reports the range of potential tax burdens on the Baseline Diet, the Realistic Healthy Diet,
and the Energy Efficient Diet. In the first three columns, total annual potential tax revenues are
reported under the assumption that each of the three diets represents the annual average diet of

all Americans age 2 and older in the study period of 2007. The numbers indicate that total diet
purchases of all Americans in 2007 would have cost between $3.0 billion and $62.2 billion in CO,
taxes under the Baseline Diet, with the average expected tax revenue of $21.2 billion. Under the
Realistic Healthy Diet scenario, between $3.0 billion and $60.5 billion in CO, taxes would be paid,
with the average expected revenue of $20.7 billion. Whereas total embodied Btu from all energy
sources under the Realistic Healthy Diet is 3 percent lower than in the Baseline Diet, total tax
revenue between the two diets is slightly closer, as revenues under the Realistic Healthy Diet are

2.7 percent lower than Baseline Diet revenues. This divergence between Btu and CO, tax revenues

is attributed to the result that embodied energy in Realistic Healthy Diets has a slightly higher (0.3
percent on average) carbon content than in Baseline Diets. Under the Energy Efficient Diet scenario,
between $0.8 billion and $15.7 billion in CO, taxes would be paid, with an average expected revenue
of $5.4 billion. In this case, the embodied energy has a lower (3.8 percent on average) carbon content
than in Baseline Diets.

Columns 4 to 6 translate these total tax burdens into percentages of their pre-tax retail costs. Viewed
in this way, the numbers indicate that a meal would cost between 0.2 and 5.0 percent more with

the tax for both the Baseline and Realistic Healthy Diets, and the average expected cost increase

of both diets is 1.7 percent. For example, for each $100 spent on food and beverages, the CO, tax
would add between 20 cents and $5, with an average expected cost increase being $1.70 for both the
Baseline and Realistic Healthy Diets. Although the Realistic Healthy Diet has a slightly lower tax
rate if reported to the second decimal, the two diets have ostensibly the same tax rate. This apparent
contradiction of unequal tax revenues and equal tax rates is explained by the fact that the Realistic
Healthy Diet had an overall retail price tag that was 2.3 percent lower even though the wholesale
price tags were about the same. Recall that the budget constraint in the Realistic Healthy Diet model
was wholesale costs.?* It turns out that the foods in the Healthy Diets model had a slightly lower
average retail-markup rate, roughly equal to the percent decrease in tax revenues in the same diet.
This outcome led to both diets having roughly equal tax rates. This result is even more pronounced
when comparing the Baseline and Energy Efficient Diets. Energy Efficient Diets have a wholesale
price tag that is about 72 percent lower and a retail price tag that is about 75.5 percent lower than the
Baseline Diet wholesale and retail price tags. Since tax revenues are down slightly under 75 percent
for this diet, the average tax rate per retail dollar is actually higher, averaging 1.9 percent.

24 Wholesale cost constraints were used in the Realistic Healthy Diet model to avoid the outcome of having healthy
diet choices disproportionately reduce foods more often purchased at food service establishments, since such purchases
have a larger retail markup. This outcome would represent a large behavioral change a